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Introduction. 


The Monetary and Economic Conference was called as the result of a resolution passed at the end of the Lausanne 
Conference in July, 1932, by which the Powers participating in that Conference undertook to decide upon “ the measures 
necessary to solve the other economic and financial difficulties which are responsible for, and may prolong, the present world 
crisis.” The League of Nations, which was requested to convene the Conference, set up an Organisation Committee under 
the chairmanship of Sir John Simon. In addition, a Preparatory Commission of Experts was appointed and instructed to 
prepare an Annotated Agenda for the Conference. The Preparatory Committee, which consisted of 31 experts appointed by 
nine Governments, the Council of the League, the Bank for International Settlements, the International Labour Office and the 
International Institute of Agriculture, held two sessions in October, 1932, and January, 1933. Its findings, embodied in a 
Draft Annotated Agenda, were submitted on January 19, 1932. The substance of this Annotated Agenda was published as 
a Supplement to the Economist of January 28. 

The proposal to call the Conference on June 12 was made by President Roosevelt and Mr Ramsay Macdonald during the 
latter’s visit to Washington at the end of April, and accepted shortly thereafter by the Organisation Committee. 

The Conference was opened by His Majesty the King, and the Prime Minister assumed the Presidency, in accordance 
with a resolution of the Council of the League of Nations. Sixty-seven nations were invited to participate, and sixty-four 
complied with the invitation. 

The first four days were devoted to a general discussion. Thereafter the work of the Conference was divided between two 
Commissions, which in turn appointed Sub-Commissions to deal with different items of the agenda. 

This Supplement contains the substance of the reports presented to the final Pienary Session of the Conference on July 27. 
These consist of the report of the Bureau and the reports of the two Commissions, to which are appended the reports of their 
respective Sub-Commissions. The text has been shortened but the wording has not been altered, except for occasional con- 
necting phrases. Summaries of the portions omitted are printed in square brackets. Some cross-heads have also been inserted. 


I.—REPORT BY THE BUREAU TO THE CONFERENCE. 


{The bulk of this report is taken up with a description ; have taken place and the initial results obtained. Certain 
of the preparation for, and inauguration of, the Confer- | of these results have been incorporated in the form of 
ence, the Tariff Truce, and a record of the Commissions | unanimous resolutions which should constitute the basis 
and Sub-Commissions among which the work was | of the final convention and recommendations of the Con- 
divided. The following paragraphs have been extracted | ference. 


as being of more gener ral interest. | | It should be pointed out that wheat was not dealt with 
On the whole field of work, the common aim of all | officially. Protracted discussions, however, took place 
delegations was to find solutions of the problems which | first between the exporting countries and then between 
would constitute the basis of international conventions | those countries and the importing countries and it is 
and agreements. When the major issues before the Con- | hoped that these conversations may before long lead to 
ference were approached in this spirit, the negotiations | concrete agreements. 
rapidly revealed their close interdependence. A tem- [The Report 
porary understanding during the present period of un- Arrangements for the Future of the Conference ’’ with 
certainty regarding exchange ratios was found to be an | the following resolution, the adoption of which is recom- 
essential condition for the continuance of the discussion | mended to the Conference. | 
of the full programme of the Conference by all the dele- 
gations. In the absence of such an understanding at the 
moment, it was recognised as desirable to reconsider the | i ; 
programme of work with a view to selecting those | ; (1) lo take whatever action they may consider 
questions on which discussions might most usefully pro- likely to promote its success, whether by the convo- 
ceed, and to deferring for the time being those which | cation of any committee set up by the Conference - 
could not be solved until a greater degree of monetary | of represe ere of States especially concerned i 
stability had been secured. at any particular problem or by the reference to aan 
The ground has to a large extent been cleared and the for study of any special question, 
way prepared for further constructive action. The reports (2) To determine the date of the re-assembling of 
clearly show the importance of the discussions which the Conference. 


concludes, under the heading of 


The Conference, 
Empowers the President, Vice-President and Bureau: 
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ll.--REPORT OF THE MONETARY AND FINANCIAL COMMISSION. 


President : 
Rapporteur : 


1. With a view to systematic study of its programme, 
the Commission divided into two Sub-Commissions. The 
first on ‘*‘ Immediate Measures for Financial Reconstruc- 
tion,’’ with M. Jung as President, had the following 
subjects on its agenda :— 

Credit Policy; 

Price Level; 

Limitation of Monetary Fluctuations ; 
Exchange Control ; 

Indebtedness; 

Resumption of International Lending. 

Che second Sub-Commission on “* 
for the Re-Establishment of an International Monetary 
Standard,’’ with Dr. Kienbéck as President, was charged 
with the study of the following points: — 

lunction of Central Banks; 

Co-ordination of Central Kanks’ 

Silver; 

Gold Exchange Standard 
economising Gold; 

Distribution of Monetary Reserves. 


A number of meetings were devoted by each of the 
Sub-Commissions to a detailed exchange of views on the 
general aspects of the questions forming their programme 
as outlined above. This initial work brought to light the 
interdependence of the majority of the problems in- 
volved, and the necessity for settling first certain funda- 
mental questions which might pave the way to the agree- 
ments which it was the function of the Sub-Commissions 
to seek. It was however agreed after a full exchange of 
views that solutions of these fundamental problems on an 
international basis were for the moment impossible, 
that in these circumstances it was better to postpone 
their discussion. The Sub-Commissions accordingly 
decided to concentrate on those points the discussion of 
which was likely to lead to immediate results, and in 


agreement with the Bureau of the Conference they 
modified their programme accordingly. 


3. In these circumstances, they achieved the results 
which you will find embodied in the Reports they have 
prepared. These Reports have been adopted by the 
Monetary and Financial Commission and I, in my turn, 


have the honour to submit them to you for your approval 
(see Annexes 1 and 2). 


Permanent Measures 


Policy > 


and other Means of 


a 


and 


{Paragraphs 4 and 5 summarise the reports of the two 
Sub-Commissions. ] 


6. The Conference will not fail to appreciate the import- 
ance of the results already obtained. It is, I think, reason- 
able to suppose that, when the future work of the 
Monetary and Financial Commission has led to the con- 
clusion of wider agreements, these agreements will 
embody the principles which the resolutions adopted 
record. 

Before concluding my report, I should like to draw the 
attention of the Conference to the extreme importance of 
the discussions which have taken place at the meetings 
of your Monetary and Financial Commission and of its 
various organs of enquiry and which could not be faithfully 
reflected in the resolutions submitted to you. The ques- 
tions reserved for further study also gave rise to exhaus- 
tive discussions in which all those taking part were inspired 
by a sense of the grave nature of the task devolving upon 
this Conference and by a wish to reach solutions which 
would justify the hopes the whole world has set upon it. 
If your Commission has not on this oceasion solved all 
the problems submitted to it, it feels sure that a way will 
soon be found to reconcile views which, differing as regards 
means, are identical as regards the ultimate aims. On the 
resumption of the general discussions, which the Bureau 
will be empowered to arrange for when the time comes, 
the real value of the substantial work done by your Mone- 
tary and Financial Commission at this first session will 
become fully apparent. 


Governor Cox (United States of America). 
M. Bonner (France). 


ANNEX 1. 
Report of the Monetary and Financial Sub-Commission I. 


|The Report mentions that general discussions hac 
taken place on credit policy, price levels and indebtea- 
ness, when work was suspended *‘ in view of certain 
events affecting the possibility of reaching for the tim: 
being full agreement on the terms of resolutions on th: 
subject '’ of credit policy. | 

The general policy was reviewed by the Bureau of th: 
Conference at its meeting on July 6th, when it requested 
each Sub-Commission to draw up as soon as possible 
list of questions which, in the circumstances, could 
usefully studied. 

Your Sub-Comumission held two public sessions on Jul 
7th in connection with this request, and a proposal of thi 
United Kingdom delegation that all the items on th: 
agenda should be included in the list to be submitted t« 


the Bureau was adopted by 25 votes to 15, with on 
abstention; 23 delegations were not present. Three oi 
these subsequently expressed their adherence to the 


United Kingdom proposal. 

On July 11th the Bureau of the Conference decided t« 
recommend that your Sub-Commission should proceed 
for the time being with the discussion on the problems oi 
indebtedness. This task was confided to a Drafting 
Committee, which reported on July 20th to your Sub 
Commission the following resolution, 
mously adopted :— 

1. The service of external debts is in different de- 
grees an important item among the liabilities in the 
balance of payments of many countries and can onl) 
be assured if the debtor country can procure the 
necessary resources. The facility with which suc! 
resources can be procured in the present and in the 
future may depend on the revival of economic activity 
and credit. It would be assisted by a return to a 
reasonable degree of freedom in the movement oi 
soods and services and the creditor countries in parti- 
cular should co-operate to this end. It will als 
depend on the economic and financial policy adopted 
by the debtor country. In present conditions a solu- 
tion of the problem of indebtedness may in certain 
eases be necessary for the re-establishment of equili- 
brium. It should not, however, be dealt with in suc} 
a way as to impair credit. 


which was unan 


The conditions in the debtor countries vars 
considerably and it is not possible to lay down a 
uniform treatment applicable to all cases. But 
debtors should make every possible effort to meet the 
service of their debts and to fulfil their contracts. It 
is indispensable, indeed, for the restoration of credit 
that contracts should be respected in the absence ot 
modifications agreed between the parties concerned 

When arrangements are recognised to be neces 
sary, care should be taken by all concerned to securi 
the maintenance of confidence. They should, there- 
fore be limited to those cases where they are unavoid- 
able, be made directly between debtors and creditors 
and be based on the debtor’s ability to pay. As 
regards State loans, it is in the interest of the creditors 
themselves to conclude arrangements of such a nature 
as will permit the adoption at the same time of 4 
programme of economic and financial restoration by 
the debtor countries and its effective application. 


4. It is desirable that in each of the countries con- 
cerned there should exist organisations in a position 
to represent the several classes of creditors in respect 
of foreign loans, including, in suitable cases, short as 
well as long term loans, and that such organisations 
should maintain such contact with one another as 
may be necessary to facilitate their proceedings. The 
Commission therefore recommends to the Govern- 
ments of these countries that they should encourage 


2g 
> 


J uly we L935. | 


the creation of and contact between organisations of 
this kind where they do not already exist, at such 
times and in such measure as action can in their 
view be usefully applied. 

5. The question of intergovernmental debts. lies 
entirely outside the field of discussion of this Con- 
lerence. 

The discussion of the other subjects on the agenda did 
not proceed far enough to do more than outline the main 
problems to be solved. Your Sub-Commission will, how- 


ever, be prepared to resume in order that its task can be | 


completed at a later stage. 


ANNEX 2. 


Report of the Monetary and Financial Sub-Commission II. 


| The first three paragraphs describe the organisation of | 


the Sub-Commission, and mention that two Sub-Com- 
mittees were appointed, one under the chairmanship of 
Senator Pittman to deal with silver, and one under the 
chairmanship of Dr. Kienbéck to deal with the technical 
monetary problems connected with the working of the 
gold standard. } 
4. Ai its second meeting on June 20th the Sub-Com- 
mission unanimously adopted the following resolutions : — 
(a) That it is in the interests of all concerned that 
stability in the international monetary field be 
attained as quickly as practicable ; 
(b) That gold should be re-established as the inter- 
national measure of exchange values, the time and 
parity being for each country to determine. 


Silver. 


o. After private discussions and conversations among 


the delegations primarily concerned, the Sub-Commission, 
on July 20th, on the recommendation of the Sub-Com- 
mittee on Silver, unanimously adopted the following 
draft resolution which was based on a draft submitted 
by the United States delegation : — 


‘* Be it resolved to recommend to all the Govern- 
ments parties to this Conference— 

(a) That an agreement be sought between the 
‘ef silver producing countries and those countries 
which are the largest holders or users of silver, with 
a view to mitigating fluctuations in the price of 
silver; and that the other nations not parties to such 
agreement should refrain from measures which could 
appreciably affect the silver market; 


(6) That Governments parties to this Conference 
shall refrain from new legislative measures which 


would involve further debasement of their silver | 


coinage below a fineness of 800/1000. 


(c) That they shall substitute silver coins for low 
value paper currency in so far as the budgetary and 
local conditions of each country will permit; 

(d) That all of the provisions of this Resolution 


are subject to the following exceptions and limita- 
tions : — 


"he requirements of such provisions shall lapse 
on April 1, 1934, if the agreement recommended in 
paragraph (a) does not come into force by that 


date, and in no case shall extend beyond January 
1, 1938; 


Governments may take any action relative to their 

silver coinage that they may deem necessary to 
prevent the flight destruction of their silver 
voluage by reason of a rise in the bullion price of the 
silver content of their coin above the nominal or 
parity value of such silver coin. 


or 


rn 
(‘I he agreement between the silver producing countries, 
which is referred to in the current issue of the Economist, 


was arrived at outside the Conference. and is therefore | 


not included in this Report. ] 
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Gold Reserves. 


7. At the fourth meeting of the Sub-Commission held 
on June 28th, the following resolutions were unanimously 
adopted : 


That under modern conditions monetary gold is 
required not for internal circulation but as a reserve 
ugainst Central Bank liabilities and primarily to 
meet external demands for payments caused by some 
disequilibrium on the foreign account. It is conse- 
quently undesirable to put gold coins or gold certifi 
cates into internal circulation. 

That in order to improve the working of « 
future gold standard great elasticity should be given 
to Central Bank legal cover provisions; for instance, 
in so far as the system of percentage gold cover is 
applied, a minimum ratio of not more than 25 per 


cent. should be considered as sufficient; similar 
elasticity should be achieved by appropriate 


measures where other systems are applied. How- 
ever, such changes must not be taken as an excuse 
for unduly building up a larger superstructure of 


notes and credits; in other words the effect of this 
resolution should be to inerease the free reserve of 
Central Banks and thereby to strengthen their 
position. 


The Bulgarian delegation made the reservation that in 
present conditions its Government was unable to use its 
Central Bank’s gold reserves to meet the disequilibrium 
on the foreign account because such a step would prove 
| seriously prejudicial to public confidence in the note 
circulation. ‘The Rapporteur further explained that the 
resolution did not mean that Central Banks of countries 
| with a permanent deficit in their balance of accounts 

would have to be deprived of the whole of the gold in 
| their possession and so compromise the internal note 
| circulation. 
| [Paragraphs 8 and 9 record the interruption to the 
| Sub-Commission’s work, and the subsequent resolution of 
| the Bureau that it should proceed to discuss the subjects 
| 
| 


| of Central Banking co-operation and silver. | 


Central Bank Co-operation. 


| 10. In pursuance of the Bureau's resolution, the Sub- 
| Commission unanimously adopted the following resolu- 
tions :-— 


The Conference considers it to be essential, in order 
to provide an international gold standard with the 
| necessary mechanism for satisfactory working, that 
independent Central Banks, with the requisite powers 
and freedom to carry out an appropriate currency and 
credit policy, should be created in such developed 
countries as have not at present an adequate Central 
Banking institution. 

The Conference wishes to reaffirm the declarations 
of previous conferences with regard to the great utility 
of close and continuous co-operation between Central 
Banks. The Bank for International Settlements 
should play an increasingly important part not only 
by improving contact, but also as an instrument for 
common action. 


Functioning of the Gold Standard. 


ll. The Sub-Commission held its final meeting on 
July 20th. The following resolut was communicated 
| to it: — 


The Sub-Committee on Monetia Poliey approves the 
annexed statement of general principles of Central Bank 
monetary policy which was laid beiore it. 

(1) The proper 
requires in the first place the 
vidunl Central Bank of « 
@ fundamental equilibriun in 


functioning of the gold standard 
adoption by each indi- 
policy designed to maintain 
the balance of pay- 
Gold movements which reflect 
a lack of such an equilibriura constitute therefore an 
essential factor in detertuining Central Bank policy. 
(2) Gold movements so far as they seem to be of 
4 more permanent character should normally not be 


ments of its country. 
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prevented from making their influence felt both in the 
country losing gold and in the country receiving gold. 
(3) While gold should be allowed freely to flow 
out of and into the countries concerned, Central 
Banks should always be prepared to buy gold at a 
publicly announced fixed price expressed in their 
currency and to sell gold at a publicly announced 
fixed price expressed in their currency, the latter at 
least when exchange rates reach gold points. 


(4) Central Banks should obtain from their markets 
the fullest possible information concerning the 
demands that might be made upon their reserves. 

(5) Since as already stated under (1) the proper 
functioning of the gold standard requires in the first 
place the adoption by each individual Central Bank 
of a policy designed to maintain a fundamental 
equilibrium in the balance of payments of its country, 
the discretion of each Central Bank in regulating the 
working of the gold standard in its own country 
should remain unimpaired. Central Banks should, 
however, recognise that in addition to their national 
task they have also to fulfil a task of international 
character. Their aim should be to co-ordinate the 
policy pursued in the various centres in order to 
contribute towards the satisfactory working of the 
international gold standard system. 

Moreover, they should endeavour to adapt their 
measures of credit regulation, as far as their domestic 
position permits, to any tendency towards an undue 
change in the state of general business activity. An 
expansion of general business activity of a kind 
which clearly cannot be permanently maintained, 
should lead Central Banks to introduce a bias towards 
credit restriction into the credit policy which they 
think fit to adopt, having regard to internal condi- 
tions in their own countries. On the other hand, an 
undue decline in general business activity in the 
world at large should lead them to introduce a bias 
towards relaxation. 
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In pursuing such a policy the Central Banks will 
have done what is in their power to reduce fluctua. 
tions in business activity and thereby also undue 
fluctuations in the purchasing power of gold. 


(6) With-a view to arriving at an agreed interpreta- 
tion of the data revealing the tendency of develop. 
ments in general business activity, and at an agreed 
policy, Central Banks should consult together con- 
tinuously, each Central Bank, in case of difference of 
opinion, acting on its own judgment of the situation. 
The Bank for International Settlements constitutes 
an essential agency for Central Bank action designed 
to harmonise conflicting views and for joint consulta- 
tion. This instrument should continue to be em- 
ployed, as far as possible, for the realisation of the 
principles set forth in the present note. It should 
continuously examine the application of the principles 
of the working of the gold standard and study such 
modifications thereof as experience may prove 
desirable. 


Agreement on the resolution was reached by all govern. 
ments represented at the Sub-Committee on Technical 
Monetary Problems, except that of the United States of 
America, which considered discussion of the question at 
this time premature, it being understood that the Federal 
Reserve Banks would be glad to confer at an opportune 
time with other central banks on questions of this 
character to the extent that they are compatible with 
national policies. 

The Sub-Commission further took note of a report from 
the Sub-Committee, which was as follows [in part] :— 


As regards the gold exchange standard, the Com- 
mittee recommends that the Bank for International 
Settlements should as soon as possible proceed to 
a study of the question and particularly that it should 
examine to what extent it will prove possible to avoid 
certain of the defects which this system has revealed 
in the past. 


IIIl.—REPORT OF THE ECONOMIC COMMISSION. 


President : M. Cottsn (Netherlands). 


Rapporteur: Mr. Runciman (United Kingdom). 


I.—General Report by Mr Runciman. 


The work of the Economic Commission opened with a 
general discussion which revealed the necessity of divid- 
ing up the vast material with which the Commission had 
to deal into specific groups of questions as follows: — 


(a) Commercial Policy, including: 
(1) Return to normal conditions of trade; gradual 
abolition of restrictions upon the exchange of 
goods and of foreign exchange control, etc. 
(2) Tariff and treaty policy, including the regime of 

the most-favoured-nation clause. 

(b) Co-ordination of Production and Marketing: 
Wheat and other foodstuffs (sugar, wine, coffee, 

etc.); raw materials (coal, timber, etc.); in- 
dustrial and agricultural agreements, ete. 

(c) Measures other than customs duties and’ prohibi- 

tions: 
(1) Various measures grouped together under the 
designation of “‘ indirect protectionism.”’ 
(2) Veterinary and phyto-pathological measures. 
(3) Marks of origin. 
(4) Direct and indirect bounties, in particular, ship- 
ping subsidies. 
The Economic Commission set up three Sub-Commis- 
sions to study these three groups of questions. 
(d) Public Works :—The Commission itself dealt with 
the question of public works. 





[Mr Runciman then proceeds to summarise the Re- 
ports of these three Sub-Commissions. These will be 
found under II below, and also in Annexes 1, 2, 3 and 4. 
As regards public works, Mr Runciman’s report continues 
as follows: —] 


As the problem of public works has both economic and 
financial aspects, it had been understood from the begin- 
ning of the Conference that it was to be considered by 
a sub-committee to be set up by the Economic and 
Monetary Commissions. 

The Economie Commission examined this question in 
the presence of representatives of the International 
Labour Organisation and the Organisation for Communi- 
tions and Transit of the League of Nations. It has not 
been able, however, to set up a sub-committee for this 
purpose since the Monetary and Financial Commission 
has for its part not yet been able to consider this problem. 

The Economic Commission recommends that the Bureau 
of the Conference appoint this sub-committee, which should 
be composed in such a way that due regard would be had 


| both to the economic and social and to the financial aspects 


of the matter and convene it as soon as circumstances 
permit. 

In addition, the American delegation submitted a pro- 
posal to the Economie Commission advocating a reduction 
of hours of work and the introduction of a scale of wages 
rising in proportion to the increase in production. The 
Commission proposes to refer this question to the Sub- 
Committee, the appointment of which it is reeommending 
to the Bureau, in order to consider the problem of public 
works and other means of reducing unemployment. 


ft 
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II.—Co-ordination of Production and Marketing. 
Report by M. Le Breton. 


A. 


The Sub-Commission had before it a proposal by the 
French delegation which had asked the Conference to 
examine the possibility of agreements between Govern- 
ments on certain products for which the intervention of 
the latter appeared to be necessary. 


It was therefore confronted with a vast plan of action 
and, in order to prepare the ground, it was anxious to 
begin by a discussion of the general principles which 
should govern the agreements to be concluded with a view 
to a readjustment of supply and demand. Extreme 
caution is necessary in regard to such matters: any mis- 
take in application might bring about the opposite results 
to those desired. 

A plan submitted by the United Kingdom delegation 
defined the conditions which all schemes of this nature 
should fulfil, all of them resting on the fundamental idea 
of the necessity of obtaining a carefully balanced propor- 
tion. It was exhaustively discussed and the Sub-Commis- 
sion, taking into account the observations made by various 
delegations, arrived at the following test, which in view of 
its importance I here reproduce in full. 


1. In order to assist in the restoration of world pros- 
perity, it is essential to increase the purchasing power of 
the producers of primary products by raising the wholesale 
prices of such products to a reasonable level. 


2. In the exceptional conditions of the present world 
crisis, concerted action is required for this purpose. Apart 
from any other measures that may be taken to restore the 
purchasing power of producers and consumers and thus to 
increase demand, it is desirable that plans should be 
adopted for co-ordinating the production and marketing of 
certain commodities. 


3. Any agreements to give effect to such plans should 
conform generally to the following conditions : — 


(a) The commodity must be one of great importance 
for international trade in which there is such 
an excess of production or stocks as to call for 
special concerted action. 


| 
| 





(b) The agreement should be comprehensive as re- | 


gards the commodities to be regulated, that is, 
it should not be so narrowly drawn as to ex- 


for such a period as to give assurance to all 
concerned that its objects can be achieved. 

(g) It should be flexible, that is, the plan should be 
such as to permit of and provide for the prompt 
and orderly expansion of supply to meet im- 
provement in demand. 

(h) Due regard should be had in each country to the 
desirability of encouraging efficient production. 


B 


The details of the agreements to be concluded could 
obviously be settled only by the countries concerned. 
The Sub-Commission considers, however, that it has 
facilitated the conclusion of such agreements by unani- 
mously approving the principles on which they should 
be based. Although, however, these principles have re- 
ceived unanimous support, I would point out that several 
delegations have strongly emphasised the necessity of not 
prejudicing the future of the consuming countries, and 
in particular those which lack raw materials. 

Moreover, the discussions of the Sub-Commission have 
given prominence to two ideas to which attention should 
be drawn: 

The attempts made hitherto to organise certain special 
branches of production have rarely been successful, but 
it was observed that such attempts were isolated and 
remained within the ambit of a single category of pro- 
ducers and consequently were completely at the mercy 
of the opposing interests concerned. 

Within this Conference, on the other hand, such 
attempts are considered as so many parts of a concerted 
scheme intended to give fresh impetus to economic life. 
It follows that, while taking most careful account of the 
opinion of those directly concerned, without whose 
sincere co-operation it is very difficult to operate schemes 
of this kind satisfactorily, the Governments seem called 
upon to consider these schemes. 

It has been pointed out that their direct intervention 
may even, in certain cases, be necessary, provided always 
that it may, and perhaps should, have a purely tem- 


| porary character. 


C 
The choice of products towards which the first effort at 
organisation was directed, was to depend on two con- 


| ditions: — 


clude related or substitute products, if their | 
inclusion is necessary or desirable to ensure the | 


success of the plan. 


(2) It should be comprehensive as regards producers, 
that is:— 


(7) it should in the first instance command 
a general measure of assent amongst exporting 
countries, and within these countries a sub- 
stantial majority of the producers themselves; 

(7) where necessary or desirable for the 
success of the plan, it should provide for the 
co-operation of non-exporting countries whose 
production is considerable. 


should be fair to all parties, both producers and 
consumers, it should be designed to secure and 
maintain a fair and remunerative price level, 


the products under consideration are 


it should not aim at discriminating against a | 
particular country, and it should as far as | 
possible be worked with the willing co-opera- | 


tion of consuming interests in importing coun- 
tries who are equally concerned with producers 
in the maintenance of regular supplies at fair 
and stable prices. 


should be administratively practicable, that 
is, the machinery established for its admini- 
stration must be workable, and the individual 


Governments concerned must have the power | 


and the will to enforce it in their respective 
territories. 
(f) It should be of adequate duration, that is, it 


should contain provisions for its continuance 


(1) The 
were to be 

2) The product must lend itself as 
possible to international regulation. 


number of 


rraatoct 
oreatesi 


ineluded; 


possible producers 


much as 


[The commodities which were eventually dealt with 
were :—Dairy Products, Wine, Timber, Coal, Copper, 
Tin, Sugar, Coffee and Cocoa. | 

The Sub-Commission proceeded to examine each of 
the products on the list. In many cases it set up special 
smaller Sub-Committees to deal with a particular article. 
The countries specially concerned with that article were 
represented on the Sub-Committee together with other 
countries which represented the consumer’s interests. 

The results obtained by the Sub-Commission for each of 
enumerated in 
Annex 2. 


ANNEX 1 
Report of Sub-Commission I: Commercial Policy. 


COMMERCIAL Pouicy. 


The Sub-Commission set up to study the problem 
of Commercial Policy has, in the course of its discussions, 
considered two fundamental questions :— 

(a) Abolition and reduction of quantitative restric- 
tions to the exchange of goods and progressive 
restoration of normal exchange; 

(b) Tariff policy and the most-favoured-nation clause. 

It should be stressed at the outset that the hypo- 
thesis on which the whole work of the Sub-Commission 
was based was the stabilisation, or at anv rate the de 
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facto stability, of currencies. When events showed that 
this hypothesis could not be realised, at any rate at the 
moment, several countries, in view of the fluctuations in 
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the exchanges, deemed it necessary to reserve full liberty | 


of action in the matter either of quantitative restrictions, 
or foreign exchange control or customs tariffs. 

Other delegations were of opinion that it would be 
expedient to endeavour to draw up a positive and con- 
structive programme, indicating the measures which they 
were prepared to take in the sphere of commercial policy 
when stability had been achieved. This divergence of 
opinion made unanimous agreement impossible. 
RESTRICTIONS TO THE EXCHANGE OF 
Goons. 


All the delegations are agreed that these restrictions, 
whether direct or indirect, must disappear as soon as 
possible. Reservations have, however, been made by some 
delegations in regard to the maintenance of quotas for 
agricultural products until such time as sufficient progress 
has been made in the international co-ordination of pro- 
duction. In this connection, other delegations represent- 
ing agricultural countries declared that their countries 
could not abolish the import prohibitions imposed on 
manufactured articles so long as other countries found it 
necessary to maintain restrictive measures on the import 
of agricultural produce. . 

Certain delegations have expressed the opinion that the 
maintenance or introduction of certain restrictions may 
be necessary as a means of carrying out concerted pro- 
grammes for the co-ordination of production and mar- 
keting. 

The Sub-Commission began the study of a draft agree- 
ment of principle for the return to normal conditions of 
trade which was prepared on the basis of the discussions 
on this question. Consideration of this draft did not, 
however, go beyond the Preamble, and the General 
Undertaking, the final text of which has not yet been 
determined since certain delegations made their under- 
taking contingent not upon the de facto stability 
of currencies, but also on the progress made in the restora- 
tion of the monetary and financial situation, and with 
regard to exchange control, the organisation of the produe- 
tion of certain commodities, excessive tariffs and indirect 
protectionism in its various forms. 


(a2) QUANTITATIVE 


ouly 


THE Most-FavourED-NATION 
CLAUSE 


(6) Tarier Pontey axp 


A. Tariff Policy 
The need and urgency of reducing 
tariffs were unanimously admitted. 


aver, as to the best means of 
armament. 


excessive custonis 
Views differed, how- 


With regard to the actua! means by which the problem 
of tariff demobilisation should be attacked, three different 
points of view have been voiced in the Sub-Commission. 

(1) A collective or general convention could alone 
attain the desired result; 

(2) Customs duties could only 
conclusion of bilateral! treaties; 

(3) No method should be excluded; 
general convention and that of 
might be adopted concurrently. 


lowered by the 


that of a 


bilateral treaties 


KB. The Most-Favoured-Nation Clause. 


This problem has also been studied by the Sub-Com- 
mission especially from the point of view of the excep- 
tions that might be allowed in order to make its applica- 
tion more elastic and better suited to present conditions. 

There was a general opinion in favour of the main- 
tenance of the most-favoured-nation clause, in its un- 
conditional and unrestricted form—naturally with the 
usually recognised exceptions—stressing the points that 
it represents the basis of all liberal commercial policy; 
and that any general and substantial reduction of tariffs 
by the method of bilateral treaties is only possible if the 
clause is unrestricted, and that this method would avoid 
the constant resumption of negotiations. 

As regards the nature of possible new exceptions. 
pinions differed very widely, and recommendations wer 


effecting this tariff dis- | 


| 
| 
| 
| 
|" 
1, 
| 
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made for exceptions in the following cases :—collective 
conventions for the reduction of economic barriers open 
to all countries; agricultural products ; agreements arising 
out of historic ties between certain countries, subject to a 
favourable opinion by the Council of the League of 
Nations; agreements binding only those countries which 
undertake to accept a certain regime and to maintain g 
certain standard of living for their population; the agree. 
ments contemplated at Stresa and regional and collective 
agreements concluded under the auspices of the League 
of Nations ; an exception based on reciprocity and equitable 
treatment. A request was also made to examine the possi- 
bility of special temporary agreements between creditor 
and debtor States in order that the latter might be enabled 
to discharge their debt services in goods. 

The Sub-Commission has not had time to ascertain the 
views of the different delegations in regard to the above 
proposed exceptions. 


ANNEX 2. 


Reports relating to the Co-ordination of Production and 
Marketing. 


| ‘This Annex contains the reports of Sub-Committees on 
nine separate commodities, some of which are of great 
length. Those on (a) dairy products, (b) sugar, (c) wine. 
(d) coffee and (e) cocoa, however, recommend little more 
than the continuation of studies and negotiations already 
im progress or their institution where they have not been 
begun. In all cases it is recommended that contact should 
be preserved with the Economie Committee of the Leagu: 
of Nations or with the International Institute of Agricu!- 
ture. | 


TIMBER: RESOLUTION ADOPTED BY THE SUB-COMMISSION 


The Sub-Committee on ‘Timber, being of opinion that 
the efforts made to bring about collaboration between the 
chief timber exporting countries by the formation of 
groups and by agreements between groups should be pur- 
sued and supplemented, by agreements with the import- 
ing countries which would take account of all the interests 
involved, decides to postpone its discussions until the 
beginning of October, 1933, so as to allow the different 
countries to study the possibility of framing and possibly) 
concluding such agreements, and in the meantime to co! 
lect the whole of the statistical information required 
through the International Timber Committee. 

The Sub-Committee is further of opinion that eact 
country, acting m concert with the League of Nations 
vund the International Institute of Agriculture, should 
organise rational statistics of the production of, and inter- 
national trade in, timber 


) CoaL: ResoLuTion aDOPYED BY THE SuB-COMMISSION 
. view of the importance of the coal problem for world 

‘conomy, the Conference invites :— 

(1) The principal producers to endeavour to organisé 
coal production on an international basis, or 
the understanding that the agreements to . 
reached shall be followed and supplemented, i 
necessary, by agreements with the sett 
countries ; 

(2) The competent organisations of the League of 
Nations to follow the above efforts and to en- 
sure that all interests involved shall be safe- 
guarded, in particular those of the importing 
and consuming countries. For this purposs 
the Sub-Committee entrusted by the Economic 
Commission with the study of the coal problen 
might again be convened. 

The Council of the League of Nations to convene 
4 conference of the principal producing and 
consuming countries to study what measures 
should be taken if the results referred to in 
paragraphs (1) or (2) above have not beer 
ichiewed within a time-limit of six months. 


~ 


(h) Copper: RESOLUTION ADOPTED BY THE SuB-CoMMISSION 


The delegation of the United States of America calls 
attention to the desirability of considering plans for the 
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co-ordination by international agreement of the production 
ind marketing of copper. In order to provide the basis 
for the future discussion of plans for the co-ordination ot 
production and marketing, further preliminary studies 
should be made. Accordingly. it is proposed that the 
Governments of the copper producing countries submit 
to the Secretary-General of the Monetary and Economic 
Conference, before September 15, 1933, their views and 
proposals concerning the organisation ot the production 
of copper and of the international trade in this product, 
with a view to the summoning of a suitable meeting to 
examine whether it is possible and expedient to conclude 


in agreement. ; 
(i) Tix: REPORT ADOPTED BY THE SUB-COMMISSION. 


(This report gives a description at some length of the 
existing agreement between five Governments and ascribes 
the relative degree of success it has attained mainly to the 
fact that it does not attempt to maintain excessive prices. 
[It is endangered, however, by the growth of production in 
countries not signatory to the agreement. The Sub- Com- 
mittee consequently recommends that these countries 
should adhere to the agreement, and suggests a method 
by which their quotas could be originally fixed at the level 
of production attained in 1928 and then gradually approxi- 
mated to the degree of restriction in the signatory 
countries. | 


ANNEX 3. 


Reports Relating to Measures other than Customs 
Duties and Prohibitions. 


(a) ReEeortT BY THE SuB-ComMission II] B: 
PROTECTIONISM IN GENERAL. 


IN DIREC 


[With a view to the general application of the principle 
of equitable treatment and friendly co-operation, which, in 
the opinion of the Conference, constitutes the best means 
of overcoming the constant difficulties arising out of 
indirect protectionism, the Sub-Commission proposes 
that the Governments participating in the Conference con- 
sider the advisability of incorporating into future or exist- 
ing treaties a clause providing that when a new measure 
introduced by one Government is considered by the other 
Party to the treaty to have the effect of nullifying or im- 
pairing any object of the treaty, the Government intro- 
ducing the measure shall not refuse to negotiate on the 
subject, even though the measure may not be an infraction 
of the treaty. ] 


(b) VerertNary QUESTIONS : RESOLUTIONS \DOPTED B) 
Sus-Commission IIT B. 


|The Sub-Commission makes the following recom- 
mendations :—(1) That an international conference should 
be summoned to negotiate agreements concerning con- 
tagious diseases of animals, the transit of animals and 
animal products, and the export and import of animal 
products other than meat. (2) That the Economie Com- 
mittee of the League of Nations should examine the prob- 
lems relating to the import and export of fresh and pre- 
served or prepared meat. (3) That an attempt should be 
made to arrive at an international agreement on the regu- 
lation of the trade in cattle. (4) That Governments should, 
whenever practicable, consult each other before applying 
new sanitary measures of control. (5) That Governments 
should be ready to enter into discussions at any time, at 
the request of other interested Governments, with regard 
to the administration of existing measures. | 


(c) Pryro-PaTHoLoGicaL QUESTIONS. 

(a) The Sub-Commission considers that it is desirable 
to ask the International Institute of Agriculture at Rome 
to study the scientific and technical questions involved 
in the control of the importation and exportation of plants 
and other vegetable products and to submit for the con- 
sideration of Governments the general principles, worked 
out in the course of the study, by which thev should be 
guided in drafting the regulations to be enforced. 

(6) The Sub-Commission considers that it would be 
desirable to ask the International Institute of Agriculture 
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at Rome to devote special attention to and stimulate re- 
search into the means for the prevention and cure of cocoa 
diseases, if possible, on the spot in territories where such 


diseases are rife. 


(d) Marks OF ORIGIN: REPORT ADOPTED BY THE 
Sus-Commission III B. 


i'The Sub-Commission recalls that the Council of the 
League of Nations has already approved the report of a 
Committe of Experts appointed to study the subject. The 
Sub-Commission appointed a Drafting Committee to pre- 
pare the text of a draft convention. | 

Although it is not in a position to submit a unanimously 
accepted text, the Drafting Committee unanimously 
agrees that the laws and regulations on the marking of 
voods should not be of such severity as to hamper trade 
and considers that appreciable progress in the matter 
could be made by means of an international agreement. 

lor purposes of information the points upon which the 
Committee is agreed are stated below :— 


(1) In the application of their laws and regulations 
on marks of origin, States must refrain from 
any discrimination as between the goods of one 
foreign country and another. 

(2) ‘The laws and regulations on the marking of goods 
must not have the effect of damaging the 
coods. 

(3) Effective publicity must be given to all provisions 

relating to the marking of goods. So far as 

possible, reasonable time must be allowed to 
those concerned prior to the putting into force 
of any new measures. 

must always be possible for persons deeming 

themselves injured by the action of the authori- 

ties responsible for the application of the laws 
and regulations relative to the marking of goods 
to institute proceedings for redress. 

(5) It is desirable to explore the practicability of a 
simplified and umiform nomenclature for the 
indication of the country of origin 


ANNEX 4. 


Subsidies and Bounties: Report Adopted by 
Sub-Commission IIIA. 


\.—SUBSIDIES IN GENERAL. 


The German delegation drew attention to the admitted 
fact that, unless normal conditions are re-established in 
the international circulation of goods and capital, no 
country could be expected to abolish measures which it 
had taken for the defence of vital interests. It was, there- 
fore, only natural for a State to take the measures which 
it thought necessary for the maintenance and restoration 
ot economic life within its borders, such measures being 
mainly to protect its agriculture and with a 
to reinstating the unemployed in industry and pro- 
duetion. ‘These measures are, moreover, in the interests 
of other countries since they are directed towards 
increasing purchasing power. 

The Sub-Commission must, therefore, exclude from its 
deliberations all measures which without directly affecting 
the interests of other countries, subserve the natural 
reconstruction of the national economic system, and 
should only consider measures of support which give to 
production an artificial and unnatural advantage at the 
expense of foreign competitors. 

The French delegation held that a distinction must be 


necessary 


View 


the one hand and bounties and subsidies for export on the 
other. The former might be justified by the need of obviat- 
ing the dangerous social consequences which the dis- 
ippearance or stoppage of particular industries or under- 
takings might bring about. In so far as they affected the 
national economy only, they could not properly form the 
subject of international agreements. It was, on the other 
hand, right for the Conference to take cognisance of export 
bounties and subsidies. The French delegation is pre- 
pared, in fhe event of the Conference failing to arrive at 
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any satisfactory general formula, to consider, within 
narrower limits, the possibility of including model clauses, 
in bilateral or multilateral agreements, with a view to 
eliminating in practice export bounties and subsidies. It 
is further prepared to examine any arbitration procedure 
which may tend to establish between all countries equit- 
able treatment in commercial relations. 


B.—SuppinG SvuBsIpDIEs. 


The delegations of Norway and the Netherlands sub- 
mitted a joint memorandum which contains the proposal 
that a definite agreement be concluded providing for the 
abolition, at the earliest moment, of all shipbuilding and 
shipping subsidies other than such as may be necessary to 
a State for the maintenance of its sea communications on 
particular routes and the promotion of particular trades 
in which the State has special interests. The Norwegian 
delegate stated that Denmark and Sweden supported the 
above proposals in principle. 

The French delegation was of opinion that special cases 
exist in which national protection of a mercantile marine 
may be justified and must be regarded as legitimate, but 
that it cannot be justifiable to practise a policy of un- 
economic bounties and subsidies. It proposed that the 
Conference :— 


(1) Should explore the ways and means of regulating 
the practice of granting bounties, subsidies or 
indirect advantages, whether open or con- 
cealed, to shipping; 

(2) Should draft an international convention. 


The French delegation observed further that on the 
great international steamship routes there had sprung up 
& ruinous and futile struggle between national flags which 
took the form of a constantly increasing competition in 
tonnage and speed and of a dangerous rate war which was 
a menace to the budgets of both shipowners and States. 

It proposed that the Conference : 


(1) Should advise States urgently to invite the ship- 
owners of the countries concerned to conclude 
international agreements for the operation of 
the great ocean routes under multilateral con- 
tract and to limit the tonnage of future con- 
struction, the Governments reserving the right 
to supervise the execution of such agree- 
ments: 

(2) Should suggest the joint operation, subject to the 
retention of the national flags, of the vessels 
mentioned in the agreements and the deter- 
mination of routes, timetables and_inter- 
national rates, regard being had to the tonnage, 
speed and comfort of the boats named in the 
contract ; 

(3) Should point out that the best practical method of 
control was to introduce a joint account cover- 
ing the whole of the working receipts and 
expenses 


The United Kingdom delegation stressed the import- 
ance of reducing trade barriers to international commerc« 
such as tariffs, import restrictions, subsidies, etc., the 
vital need of economic disarmament in relation to the ex- 
change of goods and services being at least as great in 
the case of shipping as in the case of other services. a 
effect of uneconomic shipping subsidies, if continued, will 
in the opinion of the United Kingdom delegation, deprive 
international trade of the most efficient and cheapest sea 
transport, private enterprise in shipping cannot exist 
in competition with shi eavily subsidised by 
Governments 


iS 


since 


ppins 





THE ECONOMIST. 





[July 29, 1933, 





Countries which do not at present subsidise will, the 
United Kingdom delegation fear, have to resort either to 
protection for their shipping or to subsidise. The result 
will be the substitution of State shipping for shipping built 
and operated on ordinary economic lines. The effects wil] 
be gravely detrimental to world trade. 

The evil effects of subsidies fall on ali countries, jp. 
cluding those which subsidise. For the effect of subsidies 
is to increase the amount of tonnage afloat without refer. 
ence to world trade requirements. Excess of tonnage re. 
duces the freight earnings of all ships; reduced earnings 
call for larger’ subsidies; the ordinary action of reduced 
freights in reducing tonnage is prevented ; and the conse. 
quences to all nations in the industry are heavy losses. It 
is true to say that the subsidising nations are suffering 
with those which do not subsidise, and perhaps more, as 
they are loading their budgets and are impoverishing 
their customers. 

The effect on the maritime countries which do not sub- 
sidise is to prevent them from earning those revenues 
which assist to maintain the balance of trade and which 
enable them to pay for imports. The grant of subsidies 
on competitive routes, in the view of the United Kingdom 
delegation, amounts to a dumping of shipping services 
and defeats the intention of international engagements 
such as those contained in the Maritime Ports Con- 
vention. 

The United Kingdom delegation submit :— 

(1) That State subsidies for the construction of ship- 
ping for, or its maintenance on, competitive 
routes is uneconomic, can only lead to the 
cranting of similar subsidies by other coun- 
tries and/or to protective measures in respect 
of shipping, which would deprive world trade 
of the economic and efficient sea transport it 
has so far enjoyed, disorganise the world 
freight market, increase the burdens on 
national budgets and lessen the power of man- 
time countries to pay in services for imports 
and loans; 
these circumstances the countries concerned 
should move as rapidly as possible towards 
the diminution and ultimate abolition of State 
assistance to shipbuilding and ship operation 
on competitive routes. 

The delegate of the United States of America drew at- 
tention, among other matters, to the difficulty of defining 
an uneconomic subsidy and of determining what const 
tuted an uneconomic policy. He suggested, indeed, that 
the present state of shipping was due to a number of 
phenomena, some of which were before the Conference, 
and not to subsidies alone. There was no flag discrimina- 
tion in the United States ports against vessels of coun- 
tries which did not discriminate against American ships. 
The Government of the United States was determined 
to obtain equality for its vessels in other respects also and 
especially to equalise the costs of construction and opera 
tion as between American and foreign ships. The 
United States,’’ he said, ‘‘ intends to have a merchant 

marine. It desires conditions of parity for its vessels ané 
nothing more.’”’ 

The discussions in the Sub-Commission showed toe 

there were two distinct currents of opinion, some del ega 
tions holding that it was desirable to deal specially wi 
shipping subsidies as being of international concern, sinc 


(2) In 


they injured trade and tended to deprive internationa 
trade of the services essential to it; other delegations, o 
the other hand, holding that all subsidies were inter 
related and merely constituted different examples of Stat 


istance to industry. 


———* 
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